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LIBERIA: KEY ECONOMIC INDICATORS 
(One Liberian dollar equals one U.S. dollar) 


CY CY 

1979 1980 Units 
National Accounts?: 
GDP Current 766.3 800.8 $ million 
GDP 1971 Constant 384.4 366.2 $ million 
Population (a) Leto 1.80 million 
GDP Per Capita 437.8 444.8 dollars 
GDP Deflator Index 199.3 218.7 


Government Finance’: 


Budget Revenue 204.1 $ million 
Recurrent Expenditures 156.5 $ million 
Dev. Budget (Gov't) 72.2 $ million 
Debt Service Payment 60.8 $ million 
Debt as % of Revenues 24.7 percent 
Mone Sector’: 

Foreign Assets (net) (a)-66.85 -138.2 $ million 
Domestic Credit (a) 273.8 279.8 $ million 
Claims on Government (a) 89.2 149.8 $ million 
Claims on P.S. (a) 184.6 130.0 $ million 
Deposit Money (a) (b) 69.2 55.6 $ million 
Quasi Money (a) 82.2 48.9 $ million 


Foreign Trade’: 
Exports, f.0.b. 536.6 600.4 
Iron Ore 290.0 310.2 
19.6 17.2 
Rubber 87.8 102.2 
81.6 168.7 
Diamonds 39.6 | 
302.0 298.0 
Lumber & Logs 50.1 72.5 $ million 
137.0 166.0 million board ft. 
Coffee 27.4 33.0 $ million 
18.1 28.0 million lbs. 
Imports, c.i.f. 506.5 533.0 $ million 
Trade Balance 30.1 66.5 $ million 
Exports to U.S. 106.3 125.6 $ million 
U.S. Share of Exports 19.8 20.9 $ million 
Imports from U.S. 120.2 121.8 $ million 
U.S. Share of Imports ase 22.8 $ million 
Balance of Payments -— -104.4 $ million 
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Source: teconamic Survey of Liberia, 1981 
2international Financial Statistics, November 1982 
Footnotes: (a) End of year: (b) Recorded M,, demand deposits plus Liberian coins 


in circulation. United States rency in circulation (legal tender 
in Liberia) is not recorded. 





SUMMARY 


Liberia has an open economy dependent to a large extent on the 
health of its overseas markets. The effects of slumping demand 

in those markets and a rising debt service problem were aggravated 
by the uncertainty resulting from the April 1980 coup, causing a 
fall of GDP in constant dollars by 5,0 and 9.2 percent in 1981 

and 1982, respectively. Although data for 1983 is still not avail- 
able, preliminary indications are that the decline in GDP may have 
slowed because of some improvement in the world market for iron ore 
and rubber and reduced expenditures for petroleum. Even with a 
small rise in economic activity, per capita GNP is not expected to 
increase much beyond $400 in the near-to-medium term because of 
annual population growth of 3 percent. Income distribution is 
heavily skewed in favor of a small segment of the urban population. 


Liberia's relatively rich natural resources and small population 
(estimated at 2.0 million) contributed to a continuous trade sur- 
plus through 1981 and into the first half of 1982 despite the need 
to import many raw materials, machinery, and other business 
supplies. The trade surplus was more than offset by negative 
balances on services, royalties, other remittances, and debt ser- 
vice. In the first half of 1983 the economy could again be moving 
toward a trade surplus. Nevertheless Liberia's balance of payments 
may not reflect this improvement because of mounting debt service 
obligations. 


Because Liberia uses the U.S. dollar, budget deficits are a major 


factor in causing foreign exchange shortages. Extraordinary 

budget expenditures at the end of the 1970's resulted in a rising 
offshore debt service problem. The substantial salary increases 
received by Government of Liberia employees immediately after the 
coup further compounded the Government's financial crisis and 
created an additional drain on its offshore dollar accounts. The 
related current account deficit over the last several years has 
been partially alleviated by the transfer of increased levels of 
assistance from the United States, the International Monetary 

Fund (IMF), and other donors. However, since July 1982, the 
Liberian Government's offshore cash requirements have far out- 
stripped its own capacity to pay financial commitments. In 
addition net inflows from the IMF have significantly decreased 
because of mounting repurchases and interest charges. As a result 
the Government must continue to make sharp cutbacks in expenditures 
during 1984. Head of State Doe's December 1982 announcement of 
government salary reductions is a positive signal of the Government's 
commitment to stabilize the economy. 
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The short-term outlook for Liberian economic growth is not promising. 
However, a number of elements could lead to resumption of growth by 
the late 1980's. These include higher prices and increased demand 
for exports, primarily iron ore, rubber, and timber; positive 
results from an oil exploration program getting underway; develop- 
ment over the longer term of Liberia's hydroelectric potential; 
further exploration of Liberia's other mineral resources; and 
expanded development of tree crops and other tropical products. 
Liberia's natural resources provide ample scope for new investment 
over the longer term. 


GOVERNMENT FINANCES 


Until the mid-1970's Liberia had maintained a conservative fiscal 
posture, with budgets roughly in balance. Implementation of the 
1976-1980 development plan with heavy infrastructure expenditures 
for the 1979 conference of the Organization of African Unity 
inaugurated a period of runaway budget deficits. Shortly after 
the April 1980 coup the new government compounded the problem by 
doubling minimum salaries for government employees and increasing 
military pay by 200 percent. The increase in expenditures, com- 
bined with the lack of adequate financial controls, resulted ina 
substantial rise in the Government's domestic and foreign debt. 
The exact amount of debt outstanding in September 1983 is unknown 
but is estimated at approximately $750 million. 


As a result of the country's mounting financial problems, the 
Liberian Government asked the International Monetary Fund (IMF) 
to establish a standby program to help the Liberians improve their 


ability to handle the situation. The IMF in turn committed itself 
to provide the country loans on a year-by-year basis. In 
September 1983 the Fund established its fourth standby agreement 
for approximately $60 million. IMF conditions for continued 
disbursement of the standby program funds again center on 
tightening fiscal controls, clearing debt arrears and building 
offshore balances. Net inflows of cash from the Fund will be 
sharply reduced from the approximately $67 million received in 

FY 1982/83 to an estimated $30 million for the current fiscal 
year ending in June 1984. The reduction is due to the exhaustion 
of Liberia's access to the Compensatory Finance Facility, the 
start of large scale repurchases, and interest on the nearly 

$200 million currently outstanding with the IMF. 


DEVELOPMENT BUDGET AND PROGRAM 


Development assistance from multilateral and bilateral sources 
reached a peak of $170.6 million in 1979 and has subsequently 
declined in real terms. This phenomenon is due primarily to the 
government's inability to finance the program rather than a lack 
of commitment on the part of the Liberians or foreign donors. 
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The Government of Liberia's own financial contribution to the 
development budget fell from 69 percent for FY-1979/1980 to 

52 percent ($110.8 million) in 1981/1982. The remaining por- 
tion was supplied by foreign aid donors. Although the IMF 
encouraged an increase in development expenditures in FY-1982/ 
1983, the Liberian Government was unable to generate enough 
revenue to meet its portion of the budget. Development 
expenditures fell to $36 million during that twelve month 
period. This trend could continue into 1984 at a slower rate 
if recurrent expenditures are allowed to grow further against 
a constant level of revenues. The Government's development 
program in recent years has shifted more toward improving the 
country's health, housing and water supply while de-emphasizing 
transportation and communications. Agricultural projects have 
traditionally been an area of strong concentration for the 
Government's development efforts. 


For the overall development of the local economy, government 
policy relies primarily upon free enterprise. Liberia's 
traditional policy of the "open door" has been reaffirmed by 
the Doe Government, and this policy extends to trade as well 
as investment. The National Investment Commission oversees 
the application of the country's investment incentives, 
offering tax and tariff breaks along with other financial 
aids. The Government is currently rewriting the country's 
investment incentives code to eliminate some of the present 
inconsistencies and to make it more attractive. The use of 
the U.S. dollar as the basis for Liberia's currency has greatly 


facilitated the flow of trade into and out of the country and 
is the principal reason that a wider variety of goods can be 
found in the Monrovia market than in most other West African 
countries of similar size. 


Because of the capital flight that followed the April 1980 coup 
and a continuing net outflow of dollars, there has been pressure 
on the Government to impose some type of currency controls. In 
1982 the Finance Ministry placed a limit of $5,000 per person on 
the amount of currency that can be carried out of the country at 
one time. Additional funds must be transferred through bank 
draft, but such transfers may be limited by the amount of off- 
shore balances available at a given time. Fortunately, the 
National Bank of Liberia does not force such transfers through 
its own accounts, but allows the international commercial banks 
with offices in Monrovia to participate in fulfilling this 
function. 





FOREIGN TRADE 


Historically foreign trade has been the engine of the Liberian 
economy, with exports constituting about 75 percent of GDP in 
1981. Total exports dropped from $600.4 million in 1980 to 
$529.2 million in 1981, while imports fell from $533.0 to 

$477.4 million. Although Liberia had another trade surplus in 
1981, it was the first year since 1977 that the balance of 

trade did not improve. Preliminary indications for 1982 and 

the first half of 1983 are that imports have fallen at a faster 
rate than exports, enabling Liberia to maintain its trade 
surplus. The surplus will likely persist in 1984 as the world 
recovery gains momentum. The largest portion of Liberia's trade 
is with the OECD countries. Latest available data for the fourth 
quarter of 1981 on imports and the second quarter of 1982 on 
exports shows that at least 70 percent of imports and 87 percent 
of exports are traded with developed countries. Liberia's 
largest suppliers were the United States (29,8 percent) and the 
Kingdom of Saudi Arabia (19.1 percent). . The FRG purchased 
28.0 percent of Liberia's exports while Italy, the United States, 
and France received 15.2, 13.8, and 12.4 percent, respectively. 
Liberia's transactions with the other 15 members of the Economic 
Community of West African States (ECOWAS) have remained at a 


relatively steady 2.5 percent of its total trade over the last 
several years. 


While the balance of trade has traditionally been positive, rough 


estimates for Liberia's overall balance of payments have been 
negative over the years. The unfavorable balance is attributed 

to significant outflows for service payments, investment income, 
work remittances, royalties, and debt service. Nevertheless, 

the deficit declined by 37.4 percent from $104.4 million in 1980 
to $65.4 million in 1981. The improvement was caused by an 
increase in foreign aid grants and a doubling of maritime revenues. 
The IMF believes that the current account deficit has continued 

to shrink in 1982 and 1983. 


STRUCTURE AND ECONOMY 


IRON ORE: Iron ore is the largest single sector in the Liberian 
economy, counting for 15-20 percent of GDP at factor cos? and 
over 60 percent of exports in 1981. The total dollar value of 
iron ore exports rose steadily between 1977 and 1981. During 
1982 ore exports dropped by 22 percent from the previous year, 
with shipments sent to ll different countries. The three 
largest markets in 1982 were the Federal Republic of Germany 

(40 percent), Italy (21 percent) and the United States (15 percent). 





oP— 


The market for Liberia's iron ore seemed to bottom out in the 
first quarter of 1983 and turn slightly upward by mid-year. 
The country's leading producer, Liberian American-Swedish 
Minerals Co. (LAMCO), suffered severe strains in late 1982 

and was forced to trim its workforce by one-third. Following 
a successful cost-cutting program during the first half of 
1983, LAMCO appears able to sustain relatively low levels of 
production until its main ore body is depleted in the late 
1980's. Long-term prospects for iron ore depend upon further 
recovery of the ore market and the development of the 

$1.4 billion Mifergui-Nimba mine in southeastern Guinea. If 
the project materializes, the Mifergui mine will export its 
ore on LAMCO's railroad and ship from the Liberian port of 
Buchanan. If the high grade Mifergui ore were mixed with lower 
grade ore from LAMCO, new deposits within the LAMCO concession 
would become profitable to mine, and the life of the Liberian 
mining operation would be extended. 


RUBBER: Rubber generated $86.7 million (16 percent) of exports 
by value and contributed 6 percent of GDP at factor cost in 1981. 
These percentages have remained fairly constant over the last 
several years. During 1981, Liberia exported rubber to 1l 
different countries... The three largest markets were the U.S. 

(72 percent), France (9 percent),.and Mexico (7 percent). World 
demand for rubber continued its downward slide during 1982 due 
to weak automobile sales. World rubber prices (RSS no. l 
Singapore) fell from a peak of 75¢ per pound in February 1980 

to 38¢ per pound in October 1982, but rebounded to 48¢ in 
September 1983. Rising rubber prices plus a GOL program to give 
local Liberian rubber growers a tax break in the import of 
equipment are helping to put large acreages back into production. 


LOGS/SAWN TIMBER: These products compose the third largest 
export sector in the Liberian economy, amounting in 1981 to 
$36.8 million or 6.9 percent of exports. Nonconifer logs 
accounted for 88 percent of the industry's total exports. 
Shipments of logs and sawn timber fell 50 percent from its peak 
in 1980, and the decline continued into the second half of 1982. 
This industry, which contributed 6.2 percent of GDP in 1980, 
accounted for only 3.7 percent in 1981 and is believed to have 
fallen further in 1982. Although by mid-1983 the logging indus- 
try in Liberia had yet to begin significant recovery, there are 
reasons to hope. Some of the firms are beginning to diversify 
their markets into the Far East, where tightening controls on 
log exports may shift more demand toward West Africa. 
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DIAMONDS: Exports of diamonds accounted for $23.4 million or 
3 percent of exports in 1981. About 75 percent of the 
country's diamond exports are believed to originate in Guinea 
and Sierra Leone. The stones are traded through Liberia 
because of the country's hard currency, and the trade is 
estimated to be a substantial drain on Liberia's liquidity. 
Liberia exported diamonds to only four countries in 1981: 

the United Kingdom (48 percent), Belgium (29 percent), the 
U.S. (21 percent), and Israel (2 percent). 


COFFEE: The value of coffee exports rose by 10 percent during 
the 1982/83 crop year. The increase reflects Liberia's ability 
to take advantage of a 10 percent quota increase it received 
last year from the International Coffee Agreement (ICA). 
Liberia Produce. Marketing Corporation officials expect sales 
volume to climb by 5 percent in the coming year. Total export 
value is projected to increase at a slightly slower rate to 
$22.2 million. Officials are contemplating a 20 percent rise 
in the farmgate price for coffee based on expectations for 
larger forward sales contracts. During 1981, Liberia sold 
coffee to at least eight countries, led by Denmark (27 percent), 
the U.S. (24 percent) and the Netherlands (20 percent). 


COCOA: The volume of cocoa exports fell 23 percent during the 
1982/83 season to 5,150 metric tons. The export value fell even 
more sharply by 37 percent to $8.7 million because of a general 
oversupply in the world market. LPMC officials believe that 

the volume of cocoa shipments will stabilize during the coming 
crop year, but they hope for a price rebound to 1981 levels which 


would increase total cocoa export value to $11.6 million. They 
have already given the farmers a 13 percent increase in the 
farmgate price, which reflects their optimistic outlook for 
the market. Cocoa shipped in the form of beans, raw or roasted, 
was exported to four countries in 1981: the Netherlands 

(47 percent), the Federal Republic of Germany (29 percent), 

the U.S. (23 percent), and France (1 percent). 


GOLD: Although gold exports reached only $5.7 million (597 kg.) 
or 1 percent of exports in 1981, the sector has grown rapidly 
from a negligible base in 1979. As with diamonds, it is 


difficult to estimate the amount of gold actually being produced 
in Liberia. 


OTHER DOMESTIC EXPORTS: Such products composed only 1.1 percent 
of total exports during 1981. They consisted mainly of plywood 
and other simple manufactured items. 
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OIL: During 1983 AMOCO signed an oil exploration contract with 
the Liberian Government committing the company to drill two 
offshore wells. The company plans to begin shortly a program 
of further seismic testing before starting the first test well 
in the middle of 1984. 


MANUFACTURING: Manufacturing activities averaged approximately 
8 percent of GDP at factor cost from 1977 to 1980. A 1981 sur- 
vey cited 849 manufacturing establishments operating in Monrovia 
and its environs; 50 percent dealt with textiles. Other simple 
industries dominate the remainder of the list. Establishments 
with one to four employees composed 63.5 percent of all manu- 
facturing companies, while firms with 51 or more employees 
accounted foralittle over 2 percent. 


INFRASTRUCTURE 


INTERNATIONAL AIR TRAFFIC: The total number of passengers 
arriving, departing and transiting the country's sole interna- 
tional airport fell 25 percent between 1979 and 1980 and 
continued to fall at a slower rate of 11 percent in 1981. 
Figures for the first half of 1982 suggest that total passengers 
may have risen slightly. Pan Am, Middle East Airlines, and the 
new Sierra Leone airline have brought additional flights into 
RIA which should ensure the profitability of the airport. The 
prospects for more traffic are brightening. 


ROADS: Liberia has over 6,000 miles of roads, including 4,794 


miles of public roads. The remainder have been built and main- 
tained by the private sector. A recent study cited by the U.N. 
Development Program shows that 27 percent of all unpaved roads 
have been "completely destroyed" and 55 percent need to be 
regraveled to preserve their physical viability. Although only 
7 percent of the country's road system is paved, Liberia has 
steadily added to that total over the last several years. 
Because of the current scarcity of funds, the Ministry of Public 
Works has stated its intention to turn from road building to 
road maintenance. The average road density in Liberia was 
estimated at 0.125 by the end of 1981, one of the lowest in 
West Africa. 


UTILITIES: The Liberia Electricity Corporation (LEC), a public 
corporation, controls 146 mw or 50.5 percent of the country's 
generating capacity. Private power facilities at Bong Mine, 
LAMCO, and the Firestone Plantations Company among others have 
total capacity of 143 mw, but generate power basically for their 
own comsumption. LEC production dropped 5.8 percent in 1981, 
due to a fall in consumption and electromechanical problems in 
an aging gas turbine plant. Although fuel supply and mechanical 
problems with new fuel oil generators further slowed output in 
1983, there is hope for improved performance in 1984. 
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LABOR: The total potential labor force is estimated at 

950,000, but only about 350,000 participate in the monetary 
economy. Expatriates are estimated to account for 6 percent 

of total employment. The Government labor force has swelled 

in recent years to 54,000, in large part as a political response 
to the high levels of unemployment. Agriculture remains the 
single largest employer, but the sector experiences a marked 
labor shortage each year at the peak of the agricultural work 
season. Important American multinational employers are Fire- 
stone, the largest single private sector employer in the country 
with 12,100 workers, Uniroyal with 3,600, and LAMCO with 2,600 
employees, or a total of about 5 percent of the monetary labor 
force. 


IMPLICATIONS FOR THE UNITED STATES 


GOVERNMENT AID: The United States has undertaken a commitment 
to help Liberia through an unusually difficult period in its 
history. While the April 1980 coup realigned internal power 
relationships, the historic friendship between the two countries, 
which originated over 150 years ago, has been maintained. A 
reaffirmation of that friendship occurred during the summer of 
1982 when Head of State Samuel K. Doe made an official visit to 
the U.S. and was received by President Reagan at the White House. 


In the last two years, the U.S. has provided to Liberia the 
highest per capita levels of U.S. economic/security assistance 
extended to any sub-Saharan African country. Of the over 

$78 million in U.S. assistance projected for FY-1984, 

$35 million is for budgetary support, $13 million for develop- 
ment grants, $15 million for PL-480 loans for rice imports, and 
$15.8 million for military assistance. Given the near-term 
economic outlook for Liberia, it is anticipated that programs 

of similar magnitude will be required for the next several years 
in order to assist economic stabilization and support the consti- 
tutional reform process designed to restore civilian rule in 1985. 


IMPLICATIONS FOR AMERICAN BUSINESS: Because of the political 
stability that the Doe Government has created over the last 

three years, the Government's "open door" investment policy 

will likely remain in place in the foreseeable future. The 

"open door" coupled with the use of the U.S. dollar will maintain 
Liberia's relative attractiveness for investors. Profitable 
investments can still be found by knowledgeable and motivated 
investorsin tree crop agribusiness where Liberia's climate 
provides a natural advantage. In addition to iron ore, there 
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is reason to believe that exploitable deposits of gold, uranium, 
diamonds, barite and possibly other minerals exist. The Govern- 
ment is seeking investors through the National Investment 
Commission for coffee, animal feed, wood, and fish processing 
projects and is particularly interested in the number of jobs 
that a project would create for Liberians as well as the willing- 
ness of investors to employ locals in management positions. 


The good health of the Liberian open ship registry system, the 
largest in the world, will continue to be an important concern 
for the Liberian Government. American companies make up the 
largest single ship-owning nationality under the Liberian flag, 
controlling about one-third of Liberian tonnage. Reliance on a 
private firm to manage the registry has proved successful and is 
likely to be maintained. Pressure to produce more offshore 
revenues will keep fees rising over the next five years at a 
rate of 5 cents per ton each year. However, the Government of 
Liberia has recently reduced fees for ships not in actual use. 


Since the major consumers of American products in Liberia are 

the iron ore, rubber, and timber companies, figures for Liberian 
imports of U.S. goods are expected to be higher during the 
second half of 1983 than during the same period the year before. 
Imports of heavy equipment, however, are slow to revive because 
most firms are still withholding decisions on new investments, 
awaiting further recovery. On the government side, demand is 
also constrained by the continued low levels of export-generated 
tax and royalty resources. The Government's attempt to hold the 
line on recurrent budget expenditures will likely result in 
further cuts in the purchase of capital goods and other supplies. 
Since the coup, most of the government's heavy equipment purchases 
have been paid for by foreign aid donors who tie the sourcing of 
equipment to national suppliers. Nevertheless, the Liberian 
Government will likely be in the market for small trucks, 
passenger cars, some medical equipment and pharmaceuticals. 


The Liberian Government's financial situation will remain critical 
for at least another two years. Private sector demand is also 
expected to remain depressed for a similar period. During this 
time of sluggish demand, price rather than quality will be the 
most important determinant in the sourcing of Liberia's imports. 
In order to protect their market shares, U.S. suppliers will have 
to practice more aggressive marketing techniques to help counter 
the effects of a strong U.S. dollar by delivering prompt c.i.f. 
Monrovia price quotations, providing samples for special 
promotional efforts, following up on orders with prompt and 
reliable deliveries, and for most products providing training 

for after-sales service. In addition, U.S. firms must be pre- 
pared to support local distributers with more generous credit 
arrangements during this period of tight local credit. 
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BEST PROSPECTS: Because of the economic situation, there are 
relatively few good prospects for increased sales to Liberia 
over the next year. However, a number of U.S. products have 
respectable sales potential. 


Initial improvement in some local industries holds the 

prospect of increased sales of production equipment. The end- 
ing of the fish monopoly held by the Mesurado Group has allowed 
a number of small fishing firms to spring up over the last year. 
Although the new firms generally start with rented equipment, 
they are increasingly in the market to purchase their own boats 
and other capital goods as they gain experience. As Liberian 
rubber farmers take advantage of the government tax incentives 
to put their farms back in order, the sale of light rubber 
production equipment also seems likely to increase. 


Liberia is dependent on imported food items such as rice, 
canned fish, tomato products, baby goods, and a number of 
fresh vegetables. Price is the crucial factor in the market- 
ing of these goods. As local importers are reluctant to stock 
large quantities of even these fast moving items, exporters 
must be willing to accept small orders and ensure they are 
delivered promptly. 


Although Liberia currently does not have any petroleum resources 
of its own, it is richly endowed with wood. Some operations 
such as Firestone's rubber processing plant already have con- 
verted some of their energy production from petroleum to wood 
power, and others are considering a similar shift. There are 
opportunities to sell industrial wood burning furnaces to a 
number of other public and private firms. 


Since the market for earthmoving equipment, tractors, and 
large trucks is not expected to improve until mid 1984, 
American suppliers will havé to search for every opportunity 
to hold on to and improve their market share. As businesses 
attempt to cut costs by keeping old equipment running for 
longer periods, the spare parts market for the American equip- 
ment already in the country should increase. 
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